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An AICPA publication for the local firm
Practitioners’ Concerns, Problems, Solutions
If you were asked to describe in one word the 
effect of recent pronouncements on local firms, 
what would that word be? If you said "disas­
trous,” you might be surprised to know that the 
AICPA is acutely aware of the problems faced by 
local practitioners in keeping up with the volumes 
of material that constitute the present body of 
authoritative professional pronouncements and 
in applying the appropriate pronouncements in 
their practices.
That is, you might be surprised unless you were 
at the second annual AICPA private companies 
practice section (PCPS) conference in Miami at 
the end of April. Here, the effect of recent pro­
nouncements on local firms—the problems of 
standards overload, the relevance of some of these 
standards in local practices and what is being 
done to alleviate the problems—was just one of 
the subjects discussed.
In addressing the effect of authoritative pro­
nouncements on local firms, Thomas Kelley, man­
aging director-technical, AICPA, stated, "It may 
seem ironic, but a large part of the answer to prac­
titioners’ problems is found in another pronounce­
ment, Statement on Quality Control Standards 
no. 1. In particular, adopting policies and pro­
cedures appropriate for the firm for the quality 
control elements of professional development, 
consultation and supervision should go a long way 
towards helping the firm cope in an effective, re­
sponsible way with professional pronounce­
ments.”
Mr. Kelley said that the Institute’s efforts to 
assist smaller local firms cope are on four levels:
□ Communication—By summarizing develop­
ments in the CPA Letter and the Journal of 
Accountancy and by publishing in each issue 
of the Journal a list of outstanding exposure 
drafts.
□ Technical aids—Consisting primarily of the 
new audit and accounting manual (looseleaf 
and paperback) and the looseleaf volumes on 
professional standards.
□ Technical assistance—The consultation serv­
ice offered by the AICPA’s technical infor­
mation services division.
□ Presenting the local practitioners’ view­
point on technical matters — Achieved 
through the activities of the PCPS.
Sandra Suran, chairman of the technical issues 
committee of the PCPS, explained that the com­
mittee was set up to review pre-exposure and ex­
posure drafts issued by the AICPA for their effect 
on smaller CPA firms. She said that the first thing 
the committee got involved in was earnings per 
share and segment information, then accounting 
and review services. The committee has consid­
ered some sixty issues and, at the moment, has 30 
on its agenda.
In a panel discussion on peer review (included 
two members of the PCPS peer review commit­
tee and two partners of recently reviewed firms), 
Morris Hollander, the moderator, explained how 
an engagement-oriented peer review shows how 
the system is operating by focusing on the engage­
ment itself—the work papers, reports, financial 
statements, etc.
PCPS member firms have been hesitant to have 
reviews, and concerns over excessive documenta­
tion and cost were mentioned as factors. In this
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Dates to Remember
Over the past six years, the AICPA’s practice man­
agement conferences have consistently received 
high ratings from the nearly 1,000 annual partici­
pants. The AICPA management of an accounting 
practice committee, which has just released the 
programs for this year’s four conferences, believes 
the 1980 series is the best yet.
The emphasis at these conferences is on ex­
change of information—practitioners are offered 
opportunities to talk openly with their peers from 
around the country. To facilitate these exchanges, 
two of this year’s conferences will feature work­
shops (in addition to the traditional major presen­
tations) that will focus on current problems and 
opportunities facing all firms.
The members of the AICPA MAP committee un­
derstand the problems encountered daily in trying 
to run a profitable practice. They come from firms 
of 6 to 150 in total staff, and they have these prob­
lems too. So, they have put together programs that 
center on concerns they believe are common to 
most local firms in the following four key aspects 
of practice management:
□ Practice growth and development.
□ Firm management and administration.
□ People management.
□ Partnerships.
Participants will hear presentations by practi­
tioners who have developed techniques and pro­
cedures to deal with these problems in their own 
firms. The committee has also brought in outside 
experts in other disciplines such as motivating 
staff people and proposal writing—areas in which 
most practitioners have little formal training.
The first conference, scheduled for Las Vegas on 
July 24-25, is on practice growth and development. 
It will cover such topics as how to market pro­
fessional accounting services, the changing role of 
managing partners and growth strategies for the 
1980s. Concurrent workshops will be held on ad­
vertising, proposal writing and how to run semi­
nars for municipalities and financial institutions.
Firm management and administrative subjects 
will be covered at the second conference on Sep­
tember 8-9 in Scottsdale, Arizona. Specific topics 
are managing a profitable small office, building a 
firm through participatory management, the bene­
fits of a computerized firm-management system 
and managing an accounting practice by objec­
tives. A highlight of the conference will be the 
revelations by the managing partner of a highly 
successful firm about the mistakes the firm made 
during its growth years.
The third and fourth conferences, both in Hous­
ton, Texas, will be held on October 20-21 and Octo­
ber 23-24. The third conference will deal with part­
nerships and professional corporations—holding 
an effective partners’ retreat, setting financial and 
performance standards, dividing the partnership 
profits and applying new techniques for career 
development of individual partners.
Participants at the fourth conference will hear 
about other practitioners’ successful recruiting 
and training programs and reducing staff turn­
over. They will also exchange information at the 
concurrent workshops on developing an effective 
in-house CPE program, on personnel counseling 
and on how small firms can acquire good staff.
You might want to keep your eyes open for a 
blue brochure that is en route to you. It has all the 
information on registering for these conferences, 
or contact Jim Flynn at the Institute (212) 575-6439.
The AICPA will hold its third annual Estate Plan­
ning Conference July 20-25, 1980, at the Marriott 
Lincolnshire Resort in Illinois. The focus will be 
advanced-level estate planning for privately- 
owned businesses.
Registrants should have attained a supervisory 
level in practice, attended certain basic estate 
planning courses or had extensive experience.
The registration fee is $350. For further informa­
tion, contact the AICPA (212) 575-6451.
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How Would You Bill This?
One of the exercises in a two-day AICPA seminar, 
"How to Develop and Manage a Profitable Prac­
tice," involves a case study on fees. Norman S. 
Rachlin, CPA of Coral Gables, a co-author and fre­
quent presenter of this seminar, explains that par­
ticipants are given a set of facts (see exhibit 1) and 
are asked to calculate the hourly rates for various 
people on the engagement and the amount the 
client should be billed. The filled-in portions of the 
fact sheets are then forwarded anonymously to the 
discussion leader who reads out the statistics so 
that participants can record them on a worksheet.
It is interesting to compare the responses given 
at seminars in South Carolina in May 1977 and 
North Carolina in July that year with responses to 
the same set of facts that were given by partici­
pants at a seminar in Florida in May 1979. This 
comparison lets us see what changed in billing 
rates for small local firms during the two-year 
period.
In 1977, the hourly billing rate for partners and 
proprietors, based on the combined responses of 
participants at both seminars, ranged from a high
Exhibit I — Case Study
How Would You Bili This?*
Assume you are doing an unaudited annual report 
and a federal income tax return for a corporation. 
You have been representing this client for several 
years and this engagement is similar to that of pre­
vious years. The client has two people in the office, a 
competent full-charge bookkeeper and an assistant.
Based on these facts, compute the billing amount at 
the end of this engagement.
Description Hours Rate Amount
Partner/proprietor 10 $_______ $____
Senior (3 years’ experience, 
certified) 20
Junior (18 months’ 
experience) 20
Typing and checking 
100 photocopies of reports 
and returns





Based on a fee setting experiment of the Massachusetts 
Society of CPAs.
*A random sample of readers has received a survey card 
of this billing, and we would like them to share this infor­
mation with their colleagues on a statistical basis.
Percentage Increase in Median 
Billing Rates and Charges 1977-79
of $60 to a low of $20, the median rate being $30. 
The range at the South Carolina seminar was the 
wider of the two and the median higher at $35. 
By 1979, according to the Florida seminar, billing 
rates for partners and proprietors had increased 
markedly, the high being $75, the low $30 and the 
median jumping 50 percent to $45.
Billing rates for seniors ranged from $36 to $10 
at the 1977 seminars, and the combined median 
was $22. Two years later, the median rate was $30 
— up 36 percent, the range being $40 to $20.
Most participants at the Carolina seminars indi­
cated they would charge between $20 and $10 
(actual range $25 to $7.50) for juniors, although 
the median rate in South Carolina was slightly 
higher at $18 than the $15 of North Carolina alone 
and both states together. The top end of the range 
was still $25 in 1979, but the median rate was now 
$20—a gain of 33 percent.
Not only do the rates for professional staff rise 
during inflationary times, but also more must be 
charged for support staff services. The median 
rate for typing and checking was $10 in 1977, but 
this had risen 20 percent to $12 by May 1979. 
Similarly, in 1979, comparatively more partici­
pants said they would charge for photocopying 
reports and returns and mailing them to clients 
than those who expressed similar intentions at the 
previous seminars.
There was a wide range in the total proposed 
billing amounts that participants recorded on 













































est being $1,875, the lowest $633 and the median 
$1,180. By 1979, the highest proposed billing 
amount had risen to $2,070 and the lowest to 
$1,100. The median rate had increased 36 percent 
over the two-year period to $1,600.
As we all know, inflation has become a lot worse 
in the year since the seminar in Florida, and rising 
costs have put pressure on firms to adjust their 
rates. In view of this, you might like to do the ex­
ercise based on the facts in exhibit 1, p. 3, to see 
how your current rates compare with those men­
tioned. And if inflation is causing you to make 
changes in the way you run your practice, you 
might pick up a few tips from the comments by 
other practitioners on page 7 of the February 
issue.
Mr. Rachlin tells us that in response to his offer 
in a previous article, Rachlin & Cohen has sent 
nearly 300 packets of printed material produced 
by the firm to practitioners all over the U.S. and 
to a few overseas as well.
We are indebted to Rachlin & Cohen for gen­
erously making this material available to our 
readers.
Who Are You?
A CPA is many things to some people and some 
things to many people. Services vary among firms 
as does the experience of individuals. Under the 
advertising rule of the Code of Professional Ethics, 
these elements can be reported to clients and 
others, as well as included in biographical sketches 
in articles and brochures.
However, the ethics division would like to re­
mind our readers that, while identification and 
description of services are permissible, certain 
language indicating special expertise is a violation 
of the Code.
Interpretation .04 of Rule 502 reads as follows:
Self-Designation as Expert or Specialist
Claiming to be an expert or specialist is 
prohibited because an AICPA program with 
methods for recognizing competence in spe­
cialized fields has not been developed, and 
self-designation would be likely to cause mis­
understanding or deception.
Practice Management Profile
Each year since 1972, the Arkansas, Louisiana, 
New Mexico and Oklahoma state societies have 
joined the Texas society in surveying members 
regarding operating data and other information 
on the management of an accounting practice. The 
results are published as a regional report. Mem­
bers of state societies in Colorado, Florida, Iowa, 
Maryland, New Jersey, North Carolina, Tennessee 
and Washington were included in the 1979 survey 
and their responses were tabulated separately.
Complete sets of the results are sent only to 
firms that responded to the survey. However, John 
H. Sowell, chairman of the Texas society’s MAP 
survey committee, has supplied us with some of 
the highlights.
The 937 responses (661 from Texas) were classi­
fied as individual practitioner, nonnational firm 
or national firm. The nonnational firms were fur­
ther subdivided into three basically equal groups
Exhibit I
Average Net Income Per Partner 1972-1979
Individual Nonnational National*
Small Medium Large













































































Replies from respondent firms were divided by the 
number of partners, totaled for each size group and 
divided by the number of firms in each group to ar­
rive at the average.
*Average was calculated by dividing total office net 
income by total number of partners. Home and re­





Size of office Small Medium Large
1.0 2.4 2.4 4.5 5.1
Partners............................................................ 1.0 2.2 2.6 4.6 5.3
.6 .4 2.4 6.3 28.7
CPA members.................................................. .3 .3 1.5 5.1 18.9
1.8 1.6 3.5 10.6 28.3
Other professional........................................... 1.0 1.4 3.4 9.6 19.6
1.5 1.4 2.3 7.1 14.4 
Office and nonprofessional............................. 1.2 1.4 2.5 6.1 11.2
4.9 5.8 10.5 28.5 76.6
Total...................................................... 3.4 5.3 10.0 25.4 55.0
68,174 56,440 88,077 89,402 165.542(1)
Average net income per partner(2)................. 36,907 35,536 52,583 63,339 103,592(1)
147.273 218,584 415.956 962,609 2,494,848
Average net fees per firm................................. 80,527 143,563 301,957 752,250 1,839,214
20.4 21.0 19.3 16.0
Average percentage increase in net fees(3) ... 22.0 21.1 21.0 16.8 15.7
Average square feet of office space 293 289 252 247 210
per person(2)................................................ 287 271 265 242 215
1323 1328 1441 1321
Average charged hours per person(2)............ 1102 1158 1344 1244 1117
87.8 90.7 92.0 91.5 82.1
Average percentage of standard fees realized 85.0 87.7 90.1 89.9 85.3
Percentage of respondents using 79.5 77.8 83.3 94.4 100.0
standard billing rates................................. 73.5 78.9 86.9 93.7 100.0
(1) Average calculated by dividing total office net income by total number of partners. Home and
regional overhead may or may not be included in responses.
(2) Replies were divided by number of partners or personnel, totaled for each size group and
divided by the number of firms in each group to arrive at the average.
(3) Percentage increase in net fees was computed for each reply, totaled for each size group and
divided by the number of firms in each group to arrive at the average.
by the number of total personnel as follows: small interest. Although net income in all-size firms
(2-7 people), medium (8-13 people) and large (over shows a substantial increase during the period, the
13 people). rate of increase in small nonnational firms is at a
Mr. Sowell points out that while comparisons far slower pace than in other categories. From
may be made with prior years’ statistics, the re- 1978 to 1979, for example, the increase in smaller
spondents to the 1979 questionnaire may not be firms was 5 percent—far below the rate of infla­
the same as those included in the past, and some tion.
may now be in different categories because of The figures in color in the four exhibits repre-
growth or mergers. sent the firms with the highest 25 percent net in-
The percentage increase in average net income come per partner or practitioner. A dash in a col-
per partner for 1972 through 1979 will likely be of umn indicates insufficient replies were received.
6
Exhibit III 
Percentages of Partners Individual Nonnational National
Small Medium Largeand Practitioners with Various Net Incomes
.0 1.2 .0 .0 .0
$1 — $15,000 .................................................. 12.9 5.1 .8 1.1 .0
.0 .0 .0 .0 .0
$15,001 — $19,999 .......................................... 12.1 9.6 1.3 .6 .0
.0 2.4 .0 .0 .0
$20,000 — $24,999 .......................................... 12.5 19.8 5.9 1.5 .0
.0 .0 .0 .6 .0
$25,000 —$29,999 ........................................... 12.1 12.5 12.3 6.9 1.4
.0 10.6 2.3 4.3 .0
$30,000 — $39,999 .......................................... 17.6 23.0 17.6 14.0 3.6
14.8 25.9 9.3 6.8 5.6
$40,000 —$49,999 ........................................... 9.8 11.2 21.4 15.6 8.0
32.8 24.7 7.0 6.8 8.3
$50,000 —$59,999 .......................................... 9.2 8.9 14.2 11.9 10.9
28.7 22.4 22.1 20.4 13.9
$60,000 —$74,999 ........................................... 7.4 6.4 10.4 22.0 18.8
11.5 8.2 26.7 27.2 27.8
$75,000 —$99,999 ........................................... 3.3 2.2 8.6 14.3 36.2
6.6 3.5 20.9 19.8 25.0
$100,000 —$124,999 ....................................... 1.6 1.0 4.8 7.2 13.8
5.7 1.2 11.6 14.2 19.4
Over $124,999 ................................................ 1.4 .3 2.7 4.8 7.2
100.1 100.1 99.9 100.1 100.0
Totals.............................................................. 99.9 100.0 100.0 99.9 99.9
Percentages of Firms 
with Various Net Annual Fees
.0 .0 .0 .0 .0
$1 —$25,000 .................................................. 13.1 .0 .0 .0 .0
.0 .0 .0 .0 .0
$25,001 — $50,000 ........................................... 26.7 3.5 .0 .0 .0
11.5 .0 .0 .0 .0
$50,001 — $75,000 ........................................... 19.7 9.9 .0 .0 .0
14.8 .0 .0 .0 .0
$75,001 — $100,000 ......................................... 12.9 16.2 .7 .0 .0
32.0 11.1 .0 .0 .0
$100,001 —$150,000 ....................................... 14.4 31.7 2.1 .0 .0
23.8 27.8 .0 .0 .0
$150,001 — $200,000 ....................................... 8.0 19.7 14.5 .0 .0
11.5 36.1 2.8 .0 .0
$200,001 — $250,000 ....................................... 3.5 12.7 16.6 2.1 .0
6.6 25.0 75.0 13.9 .0
$250,001 — $500,000 ....................................... 1.6 6.3 60.7 34.5 7.7
.0 .0 19.4 27.8 .0
$500,001 — $750,000 ....................................... .0 .0 4.8 26.8 23.1
.0 .0 2.8 27.8 .0
$750,001 —$1,000,000 ................................... .0 .0 .7 16.9 .0
.0 .0 .0 30.6 100.0
Over $1,000,000 .............................................. .0 .0 .0 19.7 69.2
100.2 100.0 100.0 100.1 100.0
Totals .............................................................. 99.9 100.0 100.1 100.0 100.0
Exhibit IV
Percentage Net Fees by Source — Individual Nonnational National
Weighted Averages Small Medium Large
16.7 18.8 24.1 29.4 62.1
Auditing............................................................ 14.0 17.2 23.9 30.1 57.5
16.0 18.7 14.4 10.2 2.8
Unaudited financial statements..................... 15.4 18.2 14.0 11.4 4.2
35.3 37.8 36.4 35.5 23.6
Tax services...................................................... 37.0 38.8 36.2 35.7 26.8
8.5 6.6 7.0 5.0 8.0
Management advisory services..................... 7.4 6.3 6.1 5.0 8.5
23.4 18.1 18.1 19.8 3.5
Other services.................................................. 26.1 19.5 19.8 17.9 3.0
99.9 100.0 100.0 99.9 100.0
Totals ................................................................ 99.9 100.0 100.0 100.1 100.0
Percentage Income Statement
100.0 100.0 100.0 100.0 100.0
Net fees............................................................ 100.0 100.0 100.0 100.0 100.0
Professional staff salaries, 20.6 12.9 21.6 25.7 38.2
excluding partners....................................... 17.1 12.9 21.0 26.2 35.2
Other salaries, 7.8 5.0 5.8 7.5 5.6
excluding partners....................................... 9.9 7.3 7.6 8.3 6.7
Outside services—consultation, 2.9 1.9 2.8 1.5 1.2
data processing............................................ 2.9 2.3 2.7 2.0 1.3
Personnel expenses—payroll taxes, fringe
benefits, professional development, 4.1 2.9 4.3 4.8 6.4
professional dues......................................... 4.0 3.6 5.1 5.7 6.7
Facilities expense—occupancy, maintenance, 7.0 5.8 6.0 7.3 7.1
depreciation, rental of equipment............ 8.6 8.0 8.0 7.7 6.2
Other operating expenses—all 11.4 10.4 8.9 11.5 7.4
expenses not included above..................... 12.8 11.7 11.0 11.6 13.7
Partner salaries and amount remaining 46.3 61.0 50.6 41.8 34.1
for distribution to partners....................... 44.7 54.2 44.6 38.5 30.1
Do your partners incur practice-related
business expenses which are not reflected S.2 50.0 50.0 55.6 71.4
in the firm’s income statement?............... 9.4 38.0 42.1 44.4 65.4
Under 5% of partnership net income— 70.0 61.1 88.9 90.0 80.0
percent of yes answers............................... 67.4 63.0 78.7 90.5 88.2
5-10% of partnership net income— 30.0 38.9 11.1 5.0 20.0
percent of yes answers............................... 30.4 33.3 18.0 6.3 11.8
Over 10% of partnership net .0 .0 .0 5.0 .0
income—percent of yes answers............... 4.3 3.7 3.3 3.2 .0
8
PCPS Conference
(Continued from page 1)
regard, Mr. Hollander told how the peer review 
committee set up minimum documentation re­
quirements for the nine elements of quality con­
trol and how the five-page straightforward ques­
tionnaire serves as a quality control document. 
And as for cost, for the 10 fairly small firms that 
have had reviews so far, the cost has ranged from 
$1,200 to $3,800. (Remember, this cost is incurred 
only once every three years.)
Roger W. Jeffery, Jr. described how his firm un­
derwent a review and what was needed for it. The 
firm spent 12 months preparing for the review, 
but Mr. Jeffery thinks it can be done in 6 months 
now because more help is available. He said, "The 
Peer Review Manual sets out the requirements for 
you." Mr. Jeffery considers the exit interview the 
best part of the program because much can be 
learned from it. He said of the review, "It is better 
to find out from your peers if you are doing it 
right, than face a lawsuit."
Another session dealt with effective strategies 
and techniques by which local firms can attract 
the staffmembers they need. The panelists said 
that while there are no magic answers for obtain­
ing high quality people, college recruiting can 
make sense for local firms if it is planned prop­
erly. Here are some of the suggestions:
□ Assess the firm’s staffing needs realistically 
in terms of skills and types of people re­
quired.
□ Focus your efforts on one or two colleges. 
Get to know the curricula. Assess your ex­
perience with these colleges. If you aren’t 
successful, check your methods.
□ Get to know the faculty. Invite them to lunch 
or to attend CPE courses with you.
□ Make the firm known at these colleges. Send 
them your brochure. Be available as an ac­
counting lecturer or to conduct seminars.
□ Get to know students before the interview. 
Attend on- and off-campus functions.
□ Offer students or faculty internships. Spon­
sor students at CPA meetings. A good experi­
ence will make the selling job much easier.
□ Put the plan in writing.
Other ideas on college recruiting can be found 
in chapter 302 of the AICPA Management of an 
Accounting Practice Handbook and in the follow­
ing Practicing CPA articles: "The Cream of the 
Crop,” December 1977, "How to Select and Re­
cruit Competent Personnel," February 1978, "De­
veloping a Campus Relations Program," February 
1979.
American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
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